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2 4 MAY 1960
Direstar of logistics
Chief, Awdlt Steff
Report of Avdit of Hoadguariers Procurement A;ﬁﬁtiaa

1. Tiis rsport covers the resulis of s audit of Headguirters procurement
policiss, prectices, procedisras, snd astivitias (axcept the Davelopmant
Projects Diviston and pmiem Fojests shich are sudited seperately). The
suilt ineludeds

a. Wl review and evalustion of Agency procuresert authorities,
on, mectices, wad progadures as of J1 Jamargy 1960, To
avoid duplication, we limited the review of Procurémmt Division
provedures because the iMpagesent Sieff was in the wooess of \
maxing & survey of the Division &t the time of o asiit.

b, A detailed cxaminution of meleoied proomweserd actime effected
by the Procwrenent Divisien duwring the parioé from 1 Aprl) 1958
to 30 Septesiher 1999 1o dstpruingt

{1) 7The extent of somplisnee with spplicudle laws,; goverrmmnt
poliedss and practices, and lgeney regulations;

{2) The sduguacy and pregriety of contract sppwovdls, Justifications,
and determinetions snd findlags;

(3) The existense amx! adequasy of reguired dommentetion; and

{4) Whether individuel eontrasin and purchapes were exesuted,
admintiatered, and pedd in a sound and Musiness.like mennar
and in the best interasts of the governpent,

‘ 2. An examingtion of allotment regurds and contyols pertaloing to the
| direst end stook procurcksnt accounts atniaiptered by the Office of
Logioties for the period from 1 Jely 1958 to 30 Novamber 1939,

d. An apdlt of revolving and Imgrast funds undar the gonmtro) of the
Prooerement Dvision.

e. A review and evalustion of procureseat affected by Agenoy compone
outeide the Procurasent Division,

Aalit psmeata

2., The audil disclosed thati, in generald, Headguorters proouwrsemnt aciivities
are belng conduwoded in 6 satislactory anl competont mimwer 853 in soedrdance
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with pertinent lsgislative and sypdudory suthorities. Mstiers which regquire
farther comzideration or setion @e isowrsed bolow. Mino dafielerwmies
axcluded from thls report were dicoucsed irith Frooupmsent idvision officiais
during the cowrse of She andit,

Jo In s musber of ingtancon, we fonsd that sontirantilg officery® deivrminus
tions sod findings (roquireé to Justify e wse of mpgotiation rather than asfver.
tising procedures and the wse of cost ar toEt-plus-a-0 {xedefoe in lieu of fixci.
ier comtracts) were too vegix or lacked acme of the backgrowsd inforwstio:
ueonssary to complete ihs ressow ar justifieations given. Therefare, they $o
oY, in themeelves, sutlefy & pason unless be ~eafin into them the missing
tackground Informadion based un his krowledge of overr-all gency mwrograms,
policien, and praciices, In ow epinio:, thess dotarminations and findings
showld comtein al) the informutics naceasssry to starkl hy ihamselves, and il
Justifioation behind the decivior rendereé chould be fully oxplained and
made upplicable to the authority cited, A1though the quality of this
documentation hes Smproved somevtat 1s resent aonths, we feal that fwrinm:
improvement 1s needed.

4o A review of Industrlul Comtracs duit Divisfen reenxis dinologed tha;
4 high perveatage of time discousis offared 3y confrectors m {ixedeprico
sontracts are not taken, The scwetery Loss fsvolived is sail {abous #1,500
for a twoeyear period) tecavse net many &seounts are of femvad,  Weverthmloss,
eyery reasonable effort should be meds 1o beke avantage of discounts of farod,
The resson appears to be attrimtable o dalags in processfg documaitatio:
requirad 4o effeot peaymenta, cupsalaliy rexiving reporis Lwelving technios}
insperiion of materiel., %o were infoomed hat the mitter i presently wncer
study and that consideretion i buing ves W ingerting 8 ‘warranty® provisice
in production contracts which would enmtle the sgonay 4o male provisional
Pty 40 contractors prior o Inspestion and fimml acceptance of matesiel,

5 The sudit of she stoek 3w airegt srocurenens sllofment asocumbs
disclosed & marked isprovement chiwe the lugh awdit {Repors of andit of the
Pinancial Allotment Records of t3: (ffias of ingiaties Por the veried 1 X1y
1957 dwough 30 Jane 1958, Gutod 16 Decenbr i958«) 5% thol time the recaris
were in poor comdition and wesoiled proccdues ware not being followed
prisarily because of the sugesciw: workloec:., Yhese emdititas were correotod
ty the o o feom band to mwhine pasting. &3 4 result, Fiscal Year 1959
and 1960 records are in exeallens caméition snd are gaintaired in sccordansc
with applicable reguletions, Flxal year J9GE records were not sonverted to
machine posting, hosever, and oro s8ill in PO condiion as evidemoed by the
fact that the $627,643.35 of wligeidete: chiigations at 30 November 1959 el d
not be supparted by velld sbligating doements, Thia deficioney e carreated
after the lapee of the fiscal veur shen velid unliquideted guligations appliicanie
ta lapsed fiseul yoars are reporied $o Sie (v flo of The Cosptroller,

Go The Status of Allotmenic Rapoct of 31 daech 1960 ohows two zllotments
overobligeted, as follows:
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Fiseal Yoar 1958 2.8895.10.000 ,, $95,853.08
Fiseal Year 1999  WA8G610-000 ,. 22,73.00

A cursory anilysis disclosed thet ihe main causes of ihe overobligations were

» betewen iscal years of efvances to other Govertsent sgeucles to
Mhﬂ the {iscal yeer oharge: iy7 the othes sgencies and ihe upsard ad justment
of estimated cbligations to equel finel axparditures. We were informed that
the allottee has been given ovel uuiborization by itbe Budget Divigion to sontinge
certifying the svailability of fews for thmee sllotmente,

7. The matters discussed in this repert whieh, 'n our opinion, requi-c
adninistrative action of the ('fice of Lyglatiea are mmri% as %@%s:t

4. lakxe sdditions)l Lmproveswnis in tke guality of contract
officer's determinations and Cindings. (Paregraph 3) e

b, Revise prooedures as necessary o anadle the Agency +
E & 5 ‘ ¥ 1o take
adventage of all diseounts offered. (Paregrsph 4)
8. FPlease inform the Chiel, Audi: itaff, of the steps taken to comply with

the aetions requested in paragrapd 7 adove, I you heve ions o commont
regarding the matters In this rapers, we shall Wumwmmmvm Shem, e

25X1A9a

Suspense Date: o4 Jun 1960

Pistribution:

rig, &£ 1 - Addressee
1 - Msnagement Staff
1/~ AS file
1l = Chrono
1 - Follow-up
1 - PCAB

25x1A%  as/JEEEEE:vim (19 May 160)
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